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394 Reviews of Books [June 

A Treatise on the Law of Public Utilities Operating in Cities and 

Towns. By Oscar L. Pond. (Indianapolis: The Bobbs- 

Merrill Company. 1913. Pp. liv, 954. $6.00.) 

We have in this thick volume an authoritative and practical 

treatise on the law of public utilities, based on several hundred 

court decisions — most of them comparatively recent. The author's 

aim and method can best be set forth by quoting and condensing 

freely from his own words in the introductory chapter. 

This treatise . . . attempts to ascertain both the nature of the 
municipal corporation as expressed in law ... to discover what 
limitations are placed on municipal activity by our constitutions . . . 
and also to ascertain what are the most efficient methods of regulation 
and control available to the state or municipality. . . . The public 
utility commission is the latest form of securing the necessary intelli- 
gent regulation and control and is attended with the least possible 
expenditure of money and time. . . . The theory of the regulation of 
municipal public utilities by the state through such a commission is to 
avoid competition which is now generally recognized as a needless 
economic waste and an entirely insufficient method of securing the 
necessary regulation and control. 

Municipal corporations act in two capacities, governmental or 
public and business or private. When acting in a business capa- 
city the municipal corporation is liable to the consumer the same 
as a private corporation is. Court decisions are favoring a liberal 
construction of the business powers. Franchises are construed 
strictly against the grantee. There is no exclusive franchise 
under the implied powers of the municipality. Some conserva- 
tive court decisions find public utility systems to be additional 
servitudes, while progressive decisions hold the contrary. Street 
privileges and police power are fully defined by the author. 

The rate question — the most interesting part of the book to the 
economist— receives competent and adequate treatment. The 
reasonableness of the rate which the city has a right to fix leads 
the author into a discussion of these considerations : cost of ser- 
vice; value of service; reasonable return on fair value of invest- 
ment (the word "investment" is used by the author as synonymous 
with "property"); physical depreciation and obsolescence; risk 
of investment; good- will ("no good-will under monopoly, for 
there is no choice"). Four theories of valuation are treated, 
namely, original cost, cost of reproduction, outstanding capitali- 
zation, and present value. The courts are inclined to accept 
valuation as meaning value of "going concern with established 



1914] Capital and Capitalistic Organization 395 

income," and not merely the "bare bones of the plant." The au- 
thor commends the sliding scale of rates. The Wisconsin Public 
Utilities law is approved for requiring capitalization and investment 
to coincide, and especially approved for forbidding competition. 
Adequate regulation of municipal ownership, one or the other, is 
declared to be inevitable. The p*»wer of municipal ownership 
should always be available. 

This work is excellent from both the legal and the economic 
standpoint. The chapters on rates are the most unsatisfactory and 
inconclusive, through no fault of the author's but due wholly 
to the present unhappy state of judicial opinion on this politico- 
economic-legal question. The probable solution is mentioned above. 
While in every sense a standard legal treatise, yet the author 
wisely gives in each chapter just enough subjective treatment to 
save the work from being absolutely colorless, a fault which many 
legal works have. There are printed in full as appendices the 
New York Public Service Commission law and the Public Utili- 
ties law of Wisconsin and of Indiana. 

James E. Boyle. 

University of North Dakota. 
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